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ある。 Levy-Yeyati and Sturzenegger（2004）によると、通貨同盟も正式なドル化の一形態
と見なされている。この場合、アフリカ諸国でのユーロと CFA フラン（西アフリカ共通
通貨）の採用は、正式なドル化として取り扱われる。 












集・整理・更新することである。これまで、2001 年まで 124 カ国を含む Levy-Yeyati
（2006）を除いて、ほとんどの研究は国、地域、または所得レベルに基づいて行われ、
近年の分析を実現するためにデータセットを構築および更新する必要があった。 
この研究で構築されたデータセットは 129 か国をカバーし、その一部は 1980 年から、ほ























世界の預金ドル化率の傾向は、平均比率が 30％に達した 90 年代初頭と 2000 年代初頭の
急激な増加と比較して最近では、やや緩やかペースになっている。すなわち、ゆっくり






うになり、90 年代初頭の増加傾向が後退し、ドル化率は平均して年間約 1 パーセントポ
イント減になった（Bazbauers、2014 年）。このように 2008 年の金融危機により、かつ
ては比率が増加したが、2019年まで減少を続けている。 








以南のアフリカと並んで、過去 20 年間で約 30％と最も高い位置を示している。一方、従
来、南アジア、中東アジア、北アフリカの経済は、他の地域よりもドル化が小さい傾向







政治的安定性と暴力の不在, 規制の質, 会計性（Accountability）, 汚職管理, 政府効率性, 
財貨とサービスの輸出, 海外直接投資の受け入れ, 為替レート変動率, 幼児死亡率, イ
ンフレーション, ODA受け入れ, 個人送金 
そしてカテゴリー変数としてユーロ・地域・所得水準を設定する。 
ここでは、一人当たりの実質 GDP と人口を説明変数とする回帰分析を行うべきである。



















































       This study aims to build a dataset consists of deposit dollarization ratio with 
countries that can be covered as possible as it can, so that trends of dollarization and more 
specific analysis on determinants of dollarization can be demonstrated, as well as effect of 
dollarization on macroeconomic performance due to its nature: rapid development but 
sluggish alleviation. For the construction of the dataset, it has been obligatory to access to 
all the websites of each country's central bank. In consequence, 129 countries are covered, 
with 2501 observations. For the empirical analysis, random effect model with dollarization 
ratio as dependent variable has selected, according to the result of Haussman test. For the 
determinants of dollarization, political stability negatively affects dollarization. On the 
other hand, regulatory quality, annual change of foreign exchange rate, infant death rate, 
and FDI inflow, although it shows only a weak significance, affect positively. For effects 
on macroeconomic performance, it appears that dollarization has negative effect on real 
GDP per capita. To sum up, trends of dollarization appear aggravated during crisis period, 
where foreign exchange rate increases, political instability is considerable and regulatory 
quality is improved to deal with crisis. In this context, another crisis due to Covid-19 may 
bring about gross alteration to the trends. Therefore, it would cause need of further study 
related to the crisis.
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       In many countries, it is normal to pay in their own currencies, depositing in their 
own currencies, as well as borrowing. However, some situations, such as deteriorating 
inflationary situation and volatile currency exchange rate, give more motivation to the 
public to conduct those above actions in foreign currency: dollarization. It occurs both in 
financial economy and real economy. For offshore lenders or investors, exchanging their 
capital into a currency of a country where its exchange ratio is expected to be depreciated 
is a risky action, so that they would prefer to lend or invest in either their domestic 
currency or key currencies. In real economy side, it is obvious that onshore residents be 
reluctant to possess their local currency when its value depreciates evidently. 
       Seemingly, dollarization might not matter for some, as it is their preference to 
hedge risks, as well as it capacitates economies to cope with inflation with minimal 
damage. Lucas (2009) claimed that it brings numerous benefits such as increase in foreign 
direct investment, sustainable store of value, and increase of confidence leading to 
integrate into the global economy. According to Moon and Kim (2020), even in North 
Korea, where capital inflow and outflow are highly regulated, dollarization has an 
important role to stabilize exchange rate and to control inflation. However, “higher 
dollarization development displays higher inflation rate, higher propensity to suffer 
banking crises and slower and more volatile output growth, without significant gains in 
terms of domestic financial depth” (Levy-Yeyati, 2006). This debate is because, it is not 
clear whether dollarized economies succeeded to control inflation are more stable than 
those who have not undergone dollarization (Alvarez-Plata and Garcia-Herrero, 2009). 
Concerning the governmental aspect, when dollarization is highly proceeded, seigniorage 
revenue of monetary authorities may decrease, involving following costs such as loss of 
lender of last resort and incompetency of monetary policy (Arguello, 2007). 
       In recent years, dollarization has been observed more, due to considerable degree 
of ratchet effect existing in the economies where their own currencies have lost confidence 
of economic agents (Mueller, 1994). In other word, when inflationary situation is 
aggravated, dollarization occurs rapidly, on the other hand, de-dollarization after critical 
situations shows a slack movement than its development (Chavez, 2012), as loss of 
confidence in local currency and policy cannot be re-established in a short term. Those 
facts imply that the countries seeing the necessity of policy-level de-dollarization, 
otherwise dollarization would not decrease itself in a short period. In consequence, they 
would not be expected to enjoy seigniorage revenue, and use flexible monetary policy to 
cope with various domestic problems. 
       In fact, some of recent research pointed out that conventionally dollarized 
economies have taken action toward de-dollarization such as Peru (Garcia-Escribano, 
2010), as well as Bolivia, still, it remains as a dominant phenomenon when crisis occurs, or 
where depreciation of local currency is widely concerned by the public. 
       To de-dollarize, macroeconomic stability such as control of inflation, high growth 
and policies on discipline should be realized (Mecagni et al. 2015). For a country to get 
into those sound situations, it should look through certain strategies to de-dollarize, either 
administrative or market driven. As many industrial countries have done, several efforts for 
reconstructing of economy are compulsory, including improvement on quality of 
governance. 
       In this context, analysis of trends of dollarization in long term can provide an 
effective measure to comprehend the development of dollarization and de-dollarization, 
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not only to argue the determinants and effects of it, but also to evaluate policies for de-
dollarization. However, most of the research have done on national or regional base, 
especially on regions and countries where dollarization is considerable concern. Thus, 
except for Levi-Yeyati (2006)’s empirical analysis with 124 countries, access to the 
overview of the trend has been limitative. Regarding that dollarization tends to appear 
during the period of crisis, construction of data on dollarization should include the last two 
decades.  
       Therefore, in this paper, most recent trends of deposit dollarization throughout the 
world using up-to-date and global level data is presented. In addition, brief analysis on 
determinants of deposit dollarization and its effects on macroeconomic performance are 
provided. It would have been more accurate to consolidate fully dollarized countries into 
the analysis, however, some practical reasons such as distortion of data, made the analysis 
based only on unofficial dollarization.
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2. Definition, Data and Overview 
2.1. Definition of Dollarization 
       Certain countries abandoned their own currency and adopted foreign currency as 
legal tender, such as Panama, Ecuador, El Salvador, and the most recent example; 
Zimbabwe. Defined as full dollarization, only a couple of countries have introduced this 
regime as it is often conducted when there is no other option (Jameson, 2003). While in 
other countries, the residents might use foreign currency as methods of payment or for 
store of value purpose in order to hedge steep depreciation of local currency which has lost 
its confidence. Generally, dollarization can appear in those two manners; in other word, it 
is a phenomenon where foreign currency is used either completely or partially. The former 
is official dollarization, and the latter is unofficial dollarization. 
       Under official dollarization, there are some definitions of dollarization which 
consist the subsets of it. First, semi-official dollarization. In semi-officially dollarized 
countries, usage of foreign currency (US dollar, Australian dollar and Euro) is permitted by 
monetary authorities even though They also have their own legal currencies, in order to 
promote foreign trade or tourism by reducing the cost of exchange as the local currencies 
of those countries have less importance in bi-national or international commerce. In the 
paper of Bank of Japan (2001), this phenomenon can be found in Brunei, Lesotho, Bhutan, 
and Montenegro at the time of 2001. 
       For unilateral dollarization and formal dollarization, those concepts are the subsets 
of full dollarization. It focuses on whether the currency issuing countries have approved of 
usage of their currencies as legal tenders of offshore countries. The biggest two countries 
adopting full dollarization as monetary regime, El Salvador and Ecuador, could not get 
permit of the US government, so they are considered as unilaterally dollarized, while 
Panama, which was approved to make US dollars as its legal tender by the US government, 
is a formally dollarized country. There are some of other countries that are formally 
dollarized, from the point of view. monetary union is also considered as a form of formal 
dollarization, According to Levy-Yeyati and Sturzenegger (2004). In this case, adoption of 
euro and CFA franc in African countries can be counted as formal dollarization. 
 
Table 2.1. List of the Formally Dollarized Countries (Modified) 
Country Population Currency used Year adopted 
Andorra 63,000  French Franc 1278 
Tuvalu 10,000  Australian dollar 1892 
Panama 2,500,000  US dollar 1904 
Nauru 8,000  Australian dollar 1914 
Liechtenstein 31,000  Swiss franc 1921 
Kiribati 80,000  Australian dollar 1943 
Marshall Islands 60,000  US dollar 1944 
Micronesia 30,000  US dollar 1944 
Palau 18,000  US dollar 1944 
Benin 10,879,000 Franc CFA West African 1945 
Burkina Faso 17,322,000 Franc CFA West African 1945 
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Guinea-Bissau 1,693,000 Franc CFA West African 1945 
Ivory Coast 23,919,000 Franc CFA West African 1945 
Mali 14,517,000 Franc CFA West African 1945 
Niger 17,138,000 Franc CFA West African 1945 
Senegal 13,567,000 Franc CFA West African 1945 
Togo 7,552,318 Franc CFA West African 1945 
Cameroon 22,534,532 Franc CFA Central African 1945 
Central African Republic 4,700,000 Franc CFA Central African 1945 
Chad 13,670,000 Franc CFA Central African 1945 
Republic of the Congo 4,662,000 Franc CFA Central African 1945 
Equatorial Guinea 1,222,000 Franc CFA Central African 1945 
Gabon 1,475,000 Franc CFA Central African 1945 
Antigua and Barbuda 91,000 East Caribbean dollar 1965 
Dominica 72,600 East Caribbean dollar 1965 
Grenada 110,000 East Caribbean dollar 1965 
Montserrat 4,900 East Caribbean dollar 1965 
Saint Kitts and Nevis 54,000 East Caribbean dollar 1965 
Saint Lucia 185,000 East Caribbean dollar 1965 
Saint Vincent and 
the Grenadines 
103,000 East Caribbean dollar 1965 
Anguilla 15,000 East Caribbean dollar 1965 
Cyprus, Nothern 180,000  Turkish lira 1974 
Monaco 30,000  Euro 1999 
San Marino 24,000  Euro 1999 
Vatican City 1,000  Euro 1999 
Austria 8,100,000  Euro 1999 
Belgium 10,200,000  Euro 1999 
Finland 5,200,000  Euro 1999 
France 58,800,000  Euro 1999 
Germany 82,000,000  Euro 1999 
Ireland 3,700,000  Euro 1999 
Italy 57,600,000  Euro 1999 
Luxembourg 43,000 Euro 1999 
Netherlands 15,700,000  Euro 1999 
Portugal 10,000,000  Euro 1999 
Spain 39,400,000  Euro 1999 
Ecuador 12,900,000  US dollar 2000 
El Salvador 6,100,000 US dollar 2001 
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Greece 10,958,000 Euro 2001 
Slovenia 2,062,000 Euro 2007 
Cyprus 1,154,000 Euro 2008 
Malta 427,000 Euro 2008 
Slovakia 5,419,000 Euro 2009 
Estonia 1,314,000 Euro 2011 
Latvia 1,990,000 Euro 2014 
Lithuania 2,929,000 Euro 2015 
(Modified from the data of Levy-Yeyati and Sturzenegger, 2004) 
       For unofficial dollarization, Balino et al. (1999) argued that foreign currency 
deposits (FCD), defined as deposits in foreign currency within domestic commercial banks 
or further, divided by Broad Money, which consists of cash and checking deposits of M1, 
plus quasi-money, securities, mutual funds, and time deposits, can be defined as 
dollarization ratio. Countries over 30 percent of this ratio were called ‘highly dollarized 
economies.’ It has been an official definition of deposit dollarization in endogenous sense, 
which is also known as deposit dollarization or asset substitution. In this paper, the term of 
‘deposit dollarization’ will be used due to IMF’s usage. 
       Mwase and Kumah (2015) stated that being divided by broad money concludes in 
difficulty on measuring preference toward foreign currency, besides, it blurs the target of 
the preference: cash or deposits. According to them, dollarization ratio should use total 
deposits so that the domestic preference is focused only on holding deposits in foreign 
currency. Thus, the newer definition that has total deposit as deflator is used in this paper. 
 
       According to Hatase (2001), those above definitions can be generally categorized 
depending on, first, legal status of currency by domestic monetary authority, second, 
degree of utilization either partial or full, and, finally, permission of currency issuing 
government. 




Use of foreign currency without legal permission 
Official 
dollarization 
Use of foreign currency with legal permission  
 
Semi-official dollarization 
Foreign currency permitted as parallel currency 
with local currency 




Use of foreign currency with legal permission 




Use of foreign currency with legal permission 





2.2 Construction of data 
       Even though it has been long that dollarization has been argued, up-to-date dataset 
which covers most of the major and sizable economies is hardly found, which makes the 
premier purpose of this paper aim to figure out the availability of dollarization, or more 
specifically resident’s foreign currency deposit statistics in order to build a data set that can 
cover more countries as possible. Heretofore, most of the researches were conducted by 
country, region or income level basis, except for Levy-Yeyati (2006) containing 122 
countries until 2001, providing  necessity of constructing and renewing the dataset so that 
analysis of recent years can be realized.  
       In turn, the constructed dataset covers 129 countries, some from 1980 and most of 
them from 2000, to 2019, with 2,501 observations in total. Compared to Levy-Yeati 
(2006)’s, plural data of precedent decades could not be found on the websites of central 
banks, neither those of New Zealand and Zimbabwe. Further data would have been found 
in their libraries or archives. Still, during the construction of the data, unification of source 
was highly concerned. Most of the data are from central bank bulletins and only few of 
them are from other sources such as IMF staff report and precedent research. As it was 
remarkable that some of the publications report only the dollarization ratio using the 
former definition (Foreign currency deposits devided by broad money). Also, a data 
consolidated from several sources might produce confusion. For instance, Iran uses their 
own calender system, thus in IMF staff report, one data of a year is marked for two years. 
Not only Iran, but also in countries where reporting is conducted on fiscal year basis, it is 
often that the annual values are not the end of the Gregorian calendar. Meanwhile, on other 
publications, reportings are often done according to the normal calendar. In this sense, 
unified source of data could provide a clearer view. 
       The statistic of each countries can also be found at IMF Staff Reports, however, 
they lacks some countries such as China, Netherland, UK, etc. For this reason, it was 
obligatory to look up the websites of each country’s central bank. An obstacle was that 
reporting methods and places of the statistics differ by country. That is to say, in certain 
websites, foreign currency deposit statistics can be easily accessible through its database. 
On the other hand, in other ones, their websites do not give the accessibility to the database 
to the public, obliging to go through their publications on bulletins such as monthly or 
quarterly statistical bulletin and annual report. Language was another barrier to consolidate 
the dataset. Most of the central banks have their website in English, while some do not; 
Mauritania, for example. Even if it has its English version, some publication were provided 
only in local language, making it more unmanageable as it doubles the task. 
       It is known that usage of foreign currency as methods of payment can hardly be 
dataficated, since customs cannot control all the inflow of bank notes in foreign currency 
handheld by the people who cross the border, hence cash in circulation data narrows its 
coverage only to domestic currency. However, by indicating the type of foreign currency 
and holder of foreign currency if it is residents or firms would deepen the comprehension 
of dollarization and so on. 
       Reporting of high income countries matter as well. Numerous high income 
countries (e.g. Australia, France, Italy, Ireland, Portugal, New Zealand) do not indicate 
their statistic of residents’ foreign currency deposits while some countries such as 
Germany, Korea, Japan and Canada do. Not being classificated as high income countries, 
Brazil, India and West African countries neither. 
7 
 
2.3. Overview of Dollarization 
2.3.1. World 
       The trend of deposit dollarization ratio of the world, even though the data of most 
countries are available from the mid-90s, has somewhat moderated compared to the steep 
increase in the early 90s and early 2000s, where the average ratio attained 30% that is 
considered as highly dollarized (Balino et al. 1999). The increase from 1985 to 1990 can 
be explained by financial crises of Latin American countries in the 80s, while the US 
remained relatively higher interest rates. Some years later, transition of their economic 
regime of former communist countries resulted from collapse of Soviet Union suffered 
from crises as well, leading their economies dollarized. This dollarization trend continued 
until to the late-90s, when those crises were supposed to be settled down. However, 
another financial crisis aroused among the Asian countries which resulted in setting back 
the trend in that of the early-90s, averaging about 1 percentage point per year (Bazbauers, 
2014). Although financial crisis in 2008 once led the ratio aggravated, it has continued to 
decrease until 2019. 
Figure. 2.1. Deposit Dollarization Ratio (World, 1985-2019) 
 
(All the data of dollarization ratio are from Economic bulletins of central banks, IMF Staff Report, CEIC and Balino et. 
al., 1999; Avg represents average, Med represents median, Std Dev represents Standard deviation) 
       Castillo et al. (2016) and Duma (2011) argued that this steady decreasing trend 
from the early 2000s can be explained by efforts for de-dollarization of certain countries 
such as Lao PDR and Peru, as well as accumulated experiences on monetary and fiscal 
policy through number of lessons, especially currency control versus the early-90s’ 
liberalization basis bringing about steep depreciation of legal tenders of developing 
countries. The best example can be the Argentine currency board system, which its attempt 
is considered ended up in failure (Frank, 2004). 
       Dollarization tends to aggravate in certain countries, where their domestic 
currencies have lost their confidence, making the degree of dispersion of dollarization ratio 
narrower. In other words, its dispersion is rather polarized than equally distributed. This is 
because dollarization is considered hardly irreversible. Even if there are several economies 
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which have de-dollarized, their ratio remains at significant degrees, continuing their round-
trip between the class of highly dollarized economies and moderately dollarized economies, 
as it can be seen on the figure 2, except for the first decade on the graph where the MDE 
overwhelms HDE caused by distortion by lack of observation, the period in which HDE 
increases, MDE decreases and vice versa, thus, these two degrees correlate negatively.  
Figure 2.2. Proportion of Dollarized Economies (World, 1980-2019) 
 
(Obs represents observation, HDE represents highly dollarized countries, MDE represents moderately dollarized 
countries) 
       Highly dollarized economies (HDE) refer to where the deposit dollarization ratio 
exceeds 30% in the total deposit, while Moderately dollarized economies (MDE) takes 
place between 10% and less than 30%.  
 
2.3.2. Region 
       It is often considered that Latin American and Caribbean are the most dollarized 
regions, since it has three sizable and continuous economies which adopted US dollar as 
their legal currency, also due to the impact of the series of financial crises from 1980s in 
the region. However, Europe and Central Asian countries’ deposit dollarization ratios has 
been marking the highest position with around 30% last two decades along with Sub-
Saharan Africa. Meanwhile, conventionally, the economies in South Asia, Middle East 
Asia and North Africa tend to be less dollarized than the others. Highly dollarized during 
the 1990s, the ratio of East Asia and Pacific countries demonstrates slight moderation. 
Remarkably, after Asian financial crisis in the late 90s, those economies continued steady 
growth, except for the 2008 financial crisis which did not arise endogenously. 




(WR represents World, EAP represents East Asia and Pacific, ECA represents Europe and Central Asia, LAC represents 
Latin America and Caribbean, MEA represents Middle East and North Africa, SA represents South Asia and SSA 
represents Sub-Saharan Africa; classification defined by the World Bank) 
       Among East Asian and Pacific countries, Hong Kong and Macao remain high in 
dollarization ratio, as those economies have intimate relations with Mainland China as well 
as their former colonial powers; The UK and Portugal in aspects of commercial, political 
and personal exchange. Being preferred touristic destinations, especially as is Macao, it is 
not abnormal that foreign currency be taken as a method of payment. Meanwhile, a well-
known touristic country, Thailand, remains non dollarized. Argued by El Sayed (2009), 
vigorous tourism industry can be one of the determinants of financial dollarization, 
however, it is more reasonable to be applicated in small open economies such as Lebanon. 
       Although dollarization ratios of Lao PDR, Philippines and Vietnam have once 
remained high, de-dollarization whether it is by institutional effort or not can be observed, 
while Cambodia’s ratio maintains higher than other regional countries, with its long history 
of dollarization. Cambodians had to form a resolution to suffer from death punishment to 
possess private ownership as well as store of value during the sovereign of Khmer Rouge 
(1975-79), causing its local currency to be have mere 
 confidence in it, US dollar being preferred as means of payment (Duma, 2011). 
       Other less dollarized countries in the region are South Korea and Japan. Setting 
aside Japan as it has had its methods to cope with financial crisis such as contract of 
currency swap with key currencies represented by US dollar and Swiss franc, South Korea 
has affected by Asian financial crisis in 1997, causing its local currency to be depreciated 
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by two times than before the crisis arose. However, its dollarization ratio did not show a 
steep increase as that of the other countries such as Philippines. It might be because of the 
reason that the Asian financial crisis is the first crisis for the most of Koreans to experience, 
hence they might not have been prepared for the case where it occurs. 
Figure 2.4. Selected Deposit Dollarization Ratio (East Asian and Pacific Countries, 1984-2019) 
 
(MAC represents Macao, LAO represents Lao People’s Republic, HKG represents Hong Kong SAR, VUT represents 
Vietnam, PHL represents the Philippines, KOR represents Republic of Korea {South Korea}, JPN represents Japan, THA 
represents Thailand, KHM represents Cambodia) 
       In Europe and Central Asian region, their dollarization ratio marked the highest 
level for last two decades. Certain economies in the region having introduced Euro as their 
legal tender may be distorting factor of some mid-values such as average ratio of 
dollarization. Started to be adopted in 1999, enlargement of Euro has been conducted 
sequentially. Greece, for example, adopted it in 2001, Slovenia in 2006, Malta in 2008 and 
so on. Initial 11 countries had relatively stable macroeconomic and monetary development, 
therefore the dollarization ratio of those countries was not considered as a source of 
distortion, however, some of the transition economies from former Soviet Union or 
Yugoslavia, where they adopted Euro later than others, tended to have higher dollarization 
ratio supposedly denominated dominantly in Euro. After having adopted Euro as their legal 
tender, in this case, their ratios demonstrate drastic decrease in the sense that Euro once has 
been foreign currency, but as it is adopted as their currency, it becomes no longer foreign 
currency, for that reason Euro denominated deposits are re-categorized as of domestic 
currency deposits.  
       This implies that the slight decreasing trend of total average of European and 
Central Asian countries’ dollarization ratio of last five years should be reconsidered in the 
way of comparing the original statistic and Euro effect adjusted one. In fact, while present 
Euro countries’ dollarization ratio has drastically decreased, dollarization ratio the other 
non-Euro countries in the region shows sideway drifting movement over the last decade. 




(WR w/o Euro Avg represents the average of the World without countries that adopted euro as their legal currency, also 
known as Euro zone, ECA w/o Euro Avg represents the average of Europe and Central Asian countries without countries 





Figure 2.6. Dispersion of HDE in ECA Region 
 
 
Author’s computation on Excel 
       Another trend being observed in this region is that most of dollarization occurs in 
the Eastern Europe and the Central Asian countries. Except for Turkey, those economies 
once formed former Soviet Union or Yugoslavia, thus it is rational to indicate them as 
transition economy, which is an economy changing its regime from centrally planned 
economy to that of market. Some of those countries, generally Eastern European countries 
where brisk bilateral trades are done with EU counties, have experienced decoupling of 
economy with CIS countries and shifted their economic dependance to EU countries. 
However, in Caucasus and Central Asian countries (CCA), Russia remains as their biggest 
trading and personal exchange partner, which makes macroeconomic performances of 
CCA countries highly dependent to Russia economy (Poghosyan, 2020). This can be the 
first reason for which dollarization ratio of CCA countries appears high. The other is that 
even Russia itself, it has a long history of its fight against financial crises for several causes 
including weak banking supervision, corruption concluded in triggering capital outflows 
and currency attack (Chionis and Liargovas, 2003), as well as present lockdown on Russia. 
Under those circumstances, depreciation of the currency would easily happen, letting 
economic agents seek more stable and reliable methods of payment and store of value than 
their local currency. Turkey, likewise, suffered from vulnerability of the structure of its 
economy, with political instability as it has experienced several coup d’état over the 20th 
century, it was once evaluated that it has overcome its chronic inflation and recessive 
macroeconomic performance through its economic restructuring during 2000s (Bank of 
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Korea, 2011). However, its political conflict against the US and Western countries has 
caused depreciation of Turkish Lira, hence augmentation of dollarization ratio. 








Table 2.3. Enlargement of Euro 























Figure 2.7. Selected Deposit Dollarization Ratio (Europe and Central Asia, 1995-2019) 
 
(GEO represents Georgia, ARM represents Armenia, AZE represents Azerbaijan, TJK represents Tajikistan, HRV 
represents Croatia) 
Figure 2.8. Selected Deposit Dollarization Ratio (Europe and Central Asia, 1995-2019, Continued) 
 
(KGZ represents Kyrgyzstan, BLR represents Belarus, MKD represents North Macedonia, ALB represents Albania, BIH 




Figure 2.9. Deposit Dollarization Ratio of Turkey (1986-2019) 
 
       In the Latin America (LATAM) and Caribbean countries, de-dollarization of some 
countries can be observed, while several other countries remain highly dollarized. Peru and 
Bolivia are often addressed as de-dollarized economies in this region, mainly through 
institutional effort against high inflation rate so that their local currencies experience 
appreciation of exchange rate (Aguilera-Lizarazu, 2019), involving discipline basis fiscal 
policy and tight monetary policy, remarked by inflation targeting (Chavez, 2012). 
Argentina has experience de-dollarization in the early 2000s. On the other hand, it entailed 
administrative measures. Argentine government has interdicted its residents to have 
foreign currency deposits without notice, allowing it some years after due to aggravated 
capital flight in the economy (Alvarez-Plata and Garcia-Herrero, 2009). During the 
government of Partido Justicialista, extensive gap between its legal exchange rate and 
private exchange rate caused by deepening inflation and depreciation of its local currency 
motivated its economic agents to possess foreign currency denominated deposits, however, 
in this period, Argentine residents were subjected to provide 30% of the amount of foreign 
currency deposits transferred in Argentine pesos at the price of official foreign exchange 
rate (International Law Office, 2005), deducting the amount of the foreign currency 
deposits that they planned to deposit originally. During following rule of Propuesta 
Republicana which took place from 2015 to 2019, the restriction has once been eliminated. 
However, in 2019 where another depreciation of Argentine peso occurred, the government 
reintroduced the regulation to limit the monthly purchase of foreign currency by 10,000 US 
dollars, then it became 200 US dollars after the regime change in 2020. This can provide a 
clue to the wide range of movement of Argentina’s dollarization ratio over the last three 
decades (La Nacion, 2019). Paraguay, where several measures of financial liberalization 
aimed to modernize the economy has taken effect during the 1990s (Serieux, 2009), is 
another economy that has experienced high dollarization during certain period; its own 
banking crisis in 1995, financial crisis in 2008 and Argentine financial crisis around mid-
2010s. Unlike other economies in the region, the ratio of Paraguay demonstrates steep 
dollarization caused by crises and precipitous de-dollarization right after those crises. It is 
relatively characteristic since other dollarized economies have experienced dollarizing 
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situation until they undergo de-dollarization process. It is because loss of confidence 
toward their own currency among economic agents so that they maintain motivation to 
have foreign currency in order to hedge the devaluation of their local currency in hand 
(Chavez, 2012). 
       Dollarization trend in Venezuela, however, seems to need accuracy. Since the 
depreciation of crude oil price in 2014, numerous media report that the inflation in 
Venezuela attained 80,000% annually (Forbes, 2018), as well as other economic indicators 
demonstrate the country’s tight situation. Without any doubt, residents’ preference toward 
foreign currency should have been rose. However, the data reported on its central bank has 
only a little amount until 2018, and finally in 2019 the ratio appears reflecting the real 
trend. It might have happened due to its government’s statistical fabrication, which 
Argentina has attempted and has been caught (The Economist, 2014), otherwise, there 
might have been an administrative measure to restrict foreign currency deposits. In 2018, 
the government has announced that its own cryptocurrency ‘El Petro’ is adopted as legal 
tender throughout the country, on which price of crude oil is underlaid. Although the 
conversion system has been a meaningful method in order to settle the market down 
against hyperinflation, its national cryptocurrency was considered a failure. It is not only 
because the government of the US has announced a regulatory action for purchase of ‘El 
Petro’, in terms of one of the restrictions imposed to Venezuela, but also arisen suspicion 
of the cryptocurrency’s underlying asset, crude oil, when the proposed region for drilling 
turned out that it has mere indication of development by the press (Investopedia, 2018). 
Nevertheless, Venezuela’s essay of national cryptocurrency implies that this sort of de-
dollarizing measure can be realized in condition that underlying assets have enough 





Figure 2.10. Selected Deposit Dollarization Ratio 
(Latin America and Caribbean, 1995-2019) 
 
(URY represents Uruguay, NIC represents Nicaragua, HTI represents Haiti, PER represents Peru, BOL represents 
Bolivia, CRI represents Costa Rica, JAM represents Jamaica, ABW represents Aruba)  
 
       While LATAM and Caribbean countries shows diverse fluctuations on 
dollarization ratio, Bermuda in North America continues being highly dollarized from 
2008, from which the data is available. The trend in Canada shows steady increase. Murray 
and Powel (2002) stated that the moderate degree of dollarization in Canada is unlike the 






Figure 2.11. Deposit Dollarization Ratio and Inflation in Venezuela (1999-2019) 
 
Figure 2.12 Deposit Dollarization Ratio (North America, 2008-2019) 
(




Figure 2.13. Selected Deposit Dollarization Ratio 
(Latin America and Carribean, 1995-2019, Continued) 
 
(HND represents Honduras, TTO represents Trinidad and Tobago, KNA represents Saint Kitts and Nevis, PRY 
represents Paraguay, ARG represents Argentina) 
       Among the Middle Eastern and North African countries, although it has headed to 
de-dollarization after 2008, Lebanon maintains high dollarization ratio. Going through 
numbers of crises caused by various reasons including geopolitical instability, Lebanese 
economy has highly dollarized over several decades, as well as ratchet effect is applied 
(Mueller, 1994). Besides, indication of currency crisis throughout Lebanese economy has 
been observed again since late 2019, where its implosive depreciation started (Cato 
Institute, 2020). Similar to that of Argentina, Lebanese pound is considered as a double 
exchange rate applied currency. Including Lebanon, small and external faction dependent 
economies tend to depict higher dollarization ratio in this region. Djibouti is another 
example, as since its independence in 1977, Djiboutian economy enjoyed its economic 
return and political stability by letting French army base settle in their port (Le Point, 
2019). Alike in Bahrain, where tourism occupies around 15% of total exports (World 
Bank), dollarization can be a better measure to welcome the tourists coming from the 




Figure 2.14. Selected Deposit Dollarization Ratio (Middle East and North Africa, 1998-
2019)
(
LBN represents Lebanon, DJI represents Djibouti, YEM represents Yemen, BHR represents Bahrain, JOR represents 
Jordan) 
       In Sub-Saharan Africa, Congo Democratic Republic (DRC) has ranked at the first 
position, maintaining high dollarization, while Sao Tome and Principe has quickly de-
dollarized over the last decade. DRC suffering from continuous civil war could not take 
chance of economic growth, meanwhile it has experienced hyperinflation in the 1990s. 
Usage of foreign currency as methods of payment, in turn, is thriving (Beaugrand, 2003). 
In recent years, Angola’s dollarization ratio is in augmentation, despite its policy 
announced in 2015 to de-dollarize1.  
Figure 2.15. Selected Deposit Dollarization Ratio (Sub-Saharan Africa, 2005-2019) 
 
(COD represents Congo DR, STP represents Sao Tome and Principe, AGO represents Angola, GHA represents Ghana, 
 
1 Euromoney Angola's de-dollarization drive (16.12.2020) 
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Moz represents Mozambique) 
Figure 2.16. Selected Deposit Dollarization Ratio (South Asia, 1999-2019) 
 
(MDV represents Maldives, LKA represents Sri Lanka, PAK represents Pakistan, AFG represents Afghanistan, BGD 
represents Bangladesh) 
       In South Asia, along with the trends above that small economies where tourism 
take a great part in their export, Maldives took the first place with around a half of total 
deposit is taken in foreign currency. Other countries in the region are moderately dollarized, 
even though Pakistan has once considered adopting foreign currency as their legal tender 
(Rajput, 2009). 
 
2.3.3. Income Level 
      Seemingly, the lower their income is, the more dollarized. It is true that low-income 
countries possess higher dollarization ratio for last two decades, however, upper-high-
income  
countries have once been most dollarized during the 1990s. This might also be described 
by the serial financial crises in Latin American economies during this period. 
Simultaneously, decrease of the ratio of the high-income countries can be observed, as 
dollarization normally starts with crises or equivalent critical situation, since then those 
situations drop the income level of countries. 
 




(H Avg represents the average of high income countries, UM Avg represents the average of upper middle income 





3. Determinants of Dollarization 
3.1. Methodology and Model Specification 
       For a broad understanding of trends in dollarization, analysis on the determinants 
of dollarization should be conducted since dollarization has tendency to correlate with 
crisis which often occurs when certain conditions are met; change of external environment 
and political instability. An analysis to specify determinants of dollarization can be set in 
following manner: 
 
where  stands for measures of dollarization appearing as the ratio of foreign 
currency deposits in domestic financial institutes held by residents to total deposits of 
domestic banks.  represents variables of World Governance Indicators to verify the 
effects to dollarization depending on governance quality. The series consist of Political 
stability and abosence of violence/terrorism, regulatory quality, voice and accountability, 
control of corruption, government effectiveness, and rule of law, whereas rule of law is 
ejected for the analysis due to lack of observation.  depicts variables indicating in 
and outflows versus external sector.  stands for variables to measure failure in 
policy such as annual foreign exchange rate change, inflation and infant death rate;  
for categorical variable to indicate Euro zone in order to eliminate the effect of adoption of 
euro,  for categorical variable to indicate regions according to the World Bank 
definition;  for categorical variable to indicate income class according to the World 
Bank definition; for categorical variable to indicate banking crisis;  for an error 
term. 
Table 3.1. Variables 
Variable Definition 
 dolrat Deposit dollarization ratio (% of total deposits) 
Macroeconomic Indicators  
 ln_rgdpcp Real GDP per capita (constant 2010 US$) 
 ln_pop Population, total 
World Governance Index  
 polstab Political Stability and Absence of Violence/Terrorism: Estimate 
 regqual Regulatory Quality: Estimate 
 vcacc Voice and Accountability: Estimate 
 corruup Control of Corruption: Estimate 
 gvref Government Effectiveness: Estimate 
External Sector  
 export Exports of goods and services (% of GDP) 
 fdiin Foreign direct investment, net inflows (% of GDP) 
 fxchn FX rate chanage annual % 
Failure in Policy  
 dthinf Infant death per 1000 
 inlf Inflation, GDP deflator (annual %) 
 odarece Net ODA received (% of GNI) 
 remitt Personal remittances, received (% of GDP) 
Categorical Variables  
 euro Adoption of Euro as national currency 
 regi Region classification by the definition of the World Bank 
 inc 
crisis 
Income class by the definition of the World Bank 
Significant signs of financial distress in the banking system 
(Data from the World Bank World Developemennt Indicators and author computation) 
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For those variables, following hypotheses can be etablished. 
 
Exports of goods and services augment dollarization ratio, as payment of export is often 
done in key currencies such as US dollar.  
FDI net inflows have positive effect toward dollarization ratio, as the investors willing to 
hedge the loss by sudden depreciation of offshore local currency.  
Infant death rate has positive effect toward dollarization ratio, as it can be a proxy of 
failure in policies that are not captured by the explanatory variables selected. 
Inflation has positive effect toward dollarization ratio, as the value of foreign currencies 
remains at the same level in short term when inflation did not occur. 
Net ODA received effects dollarization ratio positively, as economic agents in lower 
income countries would be more motivated to keep capital inflows in less risky form; 
foreign currency.  
Personal remittances has positive effect toward dollarization ratio, in the sense that it is a 
sort of capital inflow, hence economic agents would hedge the risk of depreciation. 
Control of corruption has negative effect toward dollarization ratio, as corruption affecting 
fiscal revenues might result in inflationary situation (Hefeker, 2008). 
Political stability and absence of violence/terrorism have negative effect toward 
dollarization ratio, as depreciation which involves inflation and dollarization can easily 
occur during political instability (Asel, 2010). 
Regulatory quality has negative effect on dollarization ratio, as it would prevent distortion 
in the market. 
Voice and accountability has positive effect on dollarization ratio, as in several countries, 
the public tends to have currency less deprecing in terms of its value. 
Government effectiveness has negative effect toward dollarization ratio, as more effective 
governrments would conduct sounder monetary policy. 
Euro has negative effect on dollarization ratio, as current euro zone countries tend to be 
highly dollarized befoire adopting euro, so it can be assumed that their foreign currency 
deposits were generally composited of euro. 
Lower income levels have positive effect on dollarization ratio, due to their vulnerablility 
to crisis. 
Crisis period has positive effect on dollarization ratio, since crisis involves depreciation of 
local currency and excessive inflation, providing necessity to hedge the risk of depreciation 
of assets dominated in local currency. 
       A dataset of 129 coutries countries covoring 1980 to 2019 with 2,501 observations 
was made, while most of the data start from 2000 due to availability. The other data for the 
explanatory variables are from the World Development Indicators. For World Governance 
Indicators, the dataset is limited from 2000. 
       Originally, regression including macroeconomic indicators, real GDP per capita 
and population in this case, has been conducted. However, due to high multicollinearity 
accoording to variance inflation faactor analysis, thoses variables were held off for further 
analysis. For the same reason, three of the variables in the World Governance Index, rol; 




Table 3.2. Result of Variance Inflation Factor Test 
Variable VIF (1) VIF (2) VIF (3) VIF (4) VIF (5) 
export 1.8 1.56 1.75 1.48 1.46 
fdiin 1.21 1.18 1.2 1.17 1.17 
fxchn 1.32 1.31 1.31 1.3 1.29 
dthinf 4.32 4.31 4.06 4.06 3.85 
infl 1.41 1.38 1.37 1.35 1.34 
odarece 2.95 2.59 2.55 2.25 2.08 
remitt 1.76 1.63 1.64 1.53 1.47 
polstab 3.14 2.89 3.13 2.87 2.05 
regqual 5.28 5.1 5.18 4.97 2.31 
rol 11.45 11.07 11.35 10.93  
gvref 7.73 7.42 7.54 7.28  
corrup 9.01 8.93 8.95 8.88  
vcacc 3.78 3.63 3.76 3.6 3.2 
1.crisis 1.13 1.12 1.12 1.12 1.12 
regi      
1 3.13 2.83 3.02 2.68 2.32 
2 4.19 3.78 4.13 3.7 2.84 
3 2.09 2.05 2.04 1.99 1.82 
5 1.73 1.66 1.69 1.63 1.45 
6 3.74 3.67 3.74 3.67 3.3 
inc      
1 7.36 7.36 6.97 6.97 6.57 
2 11.67 11.66 9.03 8.96 8.3 
3 14.23 14.21 9.45 9.31 8.48 
ln_rgdpcp 9.74 9.64    
ln_pop 3.67   3.64     




       Selection of model is decided by Hausman specification test. For the regression of 
entire data, random effects model is set, regardless of period. 
 
Table 3.3. Result of Hausman Specification Test 
 (1980-2019) (2000-2019) 
    Chi-sq Statistic p-values Type of Regression Model Chi-sq Statistic p-values Type of Regression Model 
 WR 16.9915 0.0763 Random Effects 16.472 0.0869 Random Effects 
Region EAP 33.16 0.0003 Fixed Effects 94.347 0.0000 Fixed Effects 
 ECA 6.681 0.7552 Random Effects 6.038 0.8120 Random Effects 
 LAC 3.897 0.9519 Random Effects 3.473 0.9680 Random Effects 
 MEA 39.143 0.0000 Fixed Effects 36.06 0.0000 Fixed Effects 
 SA 116.22 0.0000 Fixed Effects 157.85 0.0000 Fixed Effects 
 SSA 37.919 0.0000 Fixed Effects 31.646 0.0005 Fixed Effects 
Income H 19.193 0.0379 Random Effects 5.778 0.5659 Random Effects 
 UM 9.076 0.5249 Random Effects 7.147 0.7115 Random Effects 
 LM 31.923 0.0004 Fixed Effects 34.243 0.0002 Fixed Effects 





       The result of regression between 1980 to 2019 is not capable of demonstrating 
consistently significant variable over the regions and the income classes. For the variables 
in WGI group, Political stability turns to have negative effect on dollarization ratio 
globally and in South Asia. Regulatory quality positively effects dollarization ratio 
globally, in Europe and Central Asia, and Latin America and Caribbean. However, it 
effects negatively in East Asia and Pacific, and Middle East and North Africa, despite mere 
significance. Voice and accountability effects dollarization negatively in Europe and 
Central Asian, and Latin American and Caribbean countries, however, positively in South 
Asian countries. 
       Among the variables of external sector group, it can be seen that higher export 
might bring about dollarization in SSA countries. For the annual exchange rate change, it 
has significantly positive effect, as local currency depreciates or foreign currency 
appreciates dollarization ratio increases, on dollarization on worldwide level, however, 
when it comes to region level, it has not enough explanatory significance. FDI inflow 
significantly effects  dollarization in Europe and Central Asian countries. It might be 
caused by some Eastern European countries where had higher propensity to have foreign 
currency deposits have adopted euro as their currency. Considering that Western European 
high income countries have been investing in the Eastern ones, in this region, it can be a 
special phenomenon in this region. ODA received, however, appears similarly to that of 
FDI inflow. It has positive effect on dollarization in ECA countries and on worldwide level, 
with significance. Personnel remittances show strong positive effect on dollarization in 
LAC and MEA countries, as well as on worldwide base and in SA and SSA countries, 
despite mere significance. 
       Inflation, as well as personnel remittances, which were expected to be able to 
explain dollarization the most effectively, in turn, has negative effect on dollarization on 
worldwide level. It might due to the fact that dollarization tends to continue even after 
inflationary situations. 
       For the policy failure variables, only infant death rate has significant positive 
effect on dollarization on worldwide level and in most of the regions: EAP, LAC, MEA, 
SA. As it was selected to proxy the degree of failure on policies, political problem can be 




Table 3.4. 1980-2019 World and Region 
Dependent variable: dolrat 
 (1) (2) (3) (4) (5) (6) (7) 
  WR (RE) EAP (FE) ECA (RE) LAC (RE) MEA (FE) SA (FE) SSA (FE) 
export -0.0201 -0.168* -0.0415 -0.260*** 0.0794 -0.161 0.338*** 
 (0.0345) (0.0793) (0.0801) (0.0771) (0.0455) (0.101) (0.0689) 
        
fdiin 0.166** -0.102 0.754*** 0.0940 0.00819 -0.438 -0.0292 
 (0.0536) (0.0960) (0.147) (0.149) (0.110) (0.399) (0.0878) 
        
fxchn 0.139*** 0.0379 0.227** -0.0258 -0.0309 -0.158 0.0884* 
 (0.0273) (0.102) (0.0873) (0.0667) (0.0315) (0.0864) (0.0368) 
        
dthinf 0.0549*** 0.108* -0.0581 0.404*** 0.0846* 0.356*** -0.00966 
 (0.0113) (0.0470) (0.0492) (0.0413) (0.0381) (0.0281) (0.0112) 
        
infl -0.0764** 0.104 -0.128 -0.0915 -0.0213 0.0188 -0.0386 
 (0.0293) (0.113) (0.0708) (0.108) (0.0521) (0.0781) (0.0410) 
        
odarece 0.267* -0.261 1.956*** -0.628 0.585* 0.317 0.289* 
 (0.122) (0.377) (0.406) (0.351) (0.288) (0.479) (0.137) 
        
remitt 0.190* -0.00670 0.139 1.407*** 0.841*** 0.971* 0.850* 
 (0.0967) (0.298) (0.101) (0.360) (0.147) (0.428) (0.336) 
        
polstab -0.0276*** 0.0319 -0.0241 -0.0184 -0.0143 -0.0400*** -0.0306 
 (0.00769) (0.0218) (0.0166) (0.0226) (0.00981) (0.0106) (0.0165) 
        
regqual 0.0522*** -0.0730* 0.0679** 0.132*** -0.0380* -0.00204 0.0105 
 (0.0116) (0.0344) (0.0250) (0.0227) (0.0181) (0.0261) (0.0284) 
        
vcacc -0.00707 0.0121 -0.0612** -0.109** -0.00847 0.133*** -0.0238 
 (0.0125) (0.0353) (0.0232) (0.0347) (0.0115) (0.0201) (0.0265) 
        
1.inc -0.0114 -0.0758 -0.0540 -0.00966 -0.0226* 0 -0.168*** 
 (0.0162) (0.0981) (0.0600) (0.0203) (0.00871) (.) (0.0381) 
        
2.inc 0.0104 -0.0893 -0.0729 -0.0302 0 0.0740*** -0.165*** 
 (0.0185) (0.0992) (0.0642) (0.0292) (.) (0.0144) (0.0420) 
        
3.inc 0.0721** -0.0113 -0.0107 -0.0620  0 -0.106* 
 (0.0219) (0.0995) (0.0791) (0.0873)  (.) (0.0464) 
        
1.crisis 0.0375* 0.114** -0.0780* 0.0471    
 (0.0174) (0.0370) (0.0359) (0.0350)    
        
1.regi 0.209**       
 (0.0762)       
        
2.regi 0.0195       
 (0.0733)       
        
3.regi -0.0759       
 (0.0859)       
        
5.regi -0.108       
 (0.106)       
        
6.regi -0.0963       
 (0.0738)       
        
_cons 0.217*** 0.377*** 0.456*** 0.199** 0.00333 -0.235*** 0.271*** 
 (0.0618) (0.104) (0.0671) (0.0637) (0.0324) (0.0524) (0.0447) 
N 1138 170 224 299 125 63 257 
adj. R2  0.282   0.473 0.834 0.171 
Standard errors in parentheses * p < 0.05, ** p < 0.01, *** p < 0.001 
 
Table 3.5. 1980-2019 by World and Income Class 
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Dependent variable: dolrat 
 (1) (2) (3) (4) (5) 
 WR (RE) H (RE) UM (RE) LM (RE) L (RE) 
export -0.0201 -1.477*** -0.0290 -0.0972 0.287** 
 (0.0345) (0.215) (0.0514) (0.0593) (0.0978) 
      
fdiin 0.166** 0.903* 0.162 0.108 -0.0726 
 (0.0536) (0.429) (0.0982) (0.0831) (0.116) 
      
fxchn 0.139*** 0.516 0.111** 0.0708 0.244*** 
 (0.0273) (0.397) (0.0368) (0.0446) (0.0548) 
      
dthinf 0.0549*** -1.189 0.0499 0.250*** 0.0136 
 (0.0113) (0.698) (0.0372) (0.0292) (0.0130) 
      
infl -0.0764** -1.818*** -0.0448 -0.0965 -0.135** 
 (0.0293) (0.537) (0.0369) (0.0627) (0.0496) 
      
odarece 0.267* 18.41* -0.00476 0.715** -0.0407 
 (0.122) (8.516) (0.324) (0.260) (0.153) 
      
remitt 0.190* -5.170 0.777** 0.127 -0.351* 
 (0.0967) (2.720) (0.251) (0.184) (0.158) 
      
polstab -0.0276*** 0.574*** -0.0308* -0.0338** -0.0196 
 (0.00769) (0.152) (0.0130) (0.0126) (0.0163) 
      
regqual 0.0522*** -0.0562 0.115*** 0.0507* -0.0323 
 (0.0116) (0.0857) (0.0170) (0.0196) (0.0316) 
      
vcacc -0.00707 -0.538** -0.0520* 0.0195 0.0241 
 (0.0125) (0.198) (0.0211) (0.0205) (0.0264) 
      
1.inc -0.0114     
 (0.0162)     
      
2.inc 0.0104     
 (0.0185)     
      
3.inc 0.0721**     
 (0.0219)     
      
1.crisis 0.0375* 0 0.0234 0.0719** -0.148** 
 (0.0174) (.) (0.0235) (0.0252) (0.0571) 
      
1.regi 0.209** 0.557** 0.374*** 0 0.149 
 (0.0762) (0.172) (0.0936) (.) (0.116) 
      
2.regi 0.0195 0.544*** 0.148 0 0.196 
 (0.0733) (0.140) (0.0903) (.) (0.157) 
      
3.regi -0.0759 0.234 0.0817 0 0 
 (0.0859) (0.313) (0.113) (.) (.) 
      
5.regi -0.108 0 0.509* 0 -0.414** 
 (0.106) (.) (0.198) (.) (0.139) 
      
6.regi -0.0963 0.834*** 0.130 0 -0.207* 
 (0.0738) (0.159) (0.116) (.) (0.103) 
      
_cons 0.217*** 0.663*** 0.0309 0.143*** 0.457*** 
 (0.0618) (0.175) (0.0805) (0.0299) (0.105) 
N 1138 48 397 459 234 
adj. R2    0.181  
Standard errors in parentheses * p < 0.05, ** p < 0.01, *** p < 0.001 
 
        When it is done separately by income class, regulatory quality significantly and 
positively effects dollarization on worldwide level and in upper middle countries. Voice 
and accountability appear to have negative effect on dollarization in high income and 
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upper middle income countries. 
       Export has a negative effect on dollarization in high income countries, while in 
low income countries it effects positively. Annual foreign exchange rate change has 
positive effect on worldwide level, in upper middle and low income countries. 
       Infant death rate positively effects dollarization on worldwide level and in lower 
middle income countries, with significance. Inflation, in contrary, has negative effect on 
dollarization on worldwide level, in high income and low income countries. This also 
might be caused by the lag to be de-dollarized once after a country is dollarized, except for 
the high income countries. 
       In high income countries, foreign exchange rate is relatively less volatile than that 
of countries in the other income groups as well as political instability is relatively lower 
compared to other income groups, which differentiate the reason of holding foreign 
currency in hand. In other words, possession of foreign currency denominated deposits is 
normally for investment based on portfolio. Thus, it can be reasonable to assume that those 





Table 3.6. 2000-2019 World and Region 
Dependent variable: dolrat 
 (1) (2) (3) (4) (5) (6) (7) 
 WR (RE) EAP (FE) ECA (RE) LAC (RE) MEA (FE) SA (FE) SSA (FE) 
export -0.0373 -0.184* -0.0248 -0.264*** 0.0798 -0.0493 0.329*** 
 (0.0347) (0.0801) (0.0852) (0.0783) (0.0466) (0.107) (0.0679) 
        
fdiin 0.166** -0.105 0.666*** 0.104 0.0644 -0.563 -0.0190 
 (0.0520) (0.0959) (0.150) (0.148) (0.120) (0.388) (0.0860) 
        
fxchn 0.135*** 0.0228 0.245** -0.00149 -0.0305 -0.158 0.0991** 
 (0.0266) (0.106) (0.0888) (0.0658) (0.0314) (0.0840) (0.0367) 
        
dthinf 0.0561*** 0.0934 -0.0102 0.473*** 0.0814 0.250*** 0.00603 
 (0.0119) (0.0480) (0.0557) (0.0440) (0.0425) (0.0512) (0.0117) 
        
infl -0.0467 0.0824 -0.146 -0.0278 -0.0245 0.0979 -0.0277 
 (0.0332) (0.118) (0.102) (0.111) (0.0519) (0.0843) (0.0411) 
        
odarece 0.262* -0.256 2.374*** -0.858* 0.633* 0.248 0.200 
 (0.122) (0.377) (0.462) (0.351) (0.287) (0.464) (0.136) 
        
remitt 0.0809 0.0544 0.0252 1.385*** 0.783*** 0.671 0.881** 
 (0.0981) (0.300) (0.110) (0.359) (0.151) (0.451) (0.332) 
        
polstab -0.0304*** 0.0182 -0.00920 -0.00790 -0.0157 -0.0362** -0.0109 
 (0.00773) (0.0236) (0.0178) (0.0234) (0.00983) (0.0107) (0.0174) 
        
regqual 0.0282* -0.0720* 0.0666** 0.121*** -0.0409* 0.000255 -0.00653 
 (0.0119) (0.0343) (0.0255) (0.0248) (0.0184) (0.0258) (0.0286) 
        
vcacc 0.00433 0.0133 -0.0544* -0.127** -0.0105 0.104*** -0.0385 
 (0.0127) (0.0352) (0.0245) (0.0386) (0.0115) (0.0242) (0.0291) 
        
1.inc -0.0182 0 -0.0717 -0.00849 -0.0225* 0 -0.177*** 
 (0.0163) (.) (0.0636) (0.0204) (0.00870) (.) (0.0374) 
        
2.inc 0.00532 -0.0113 -0.0812 -0.0260 0 0.0388 -0.161*** 
 (0.0186) (0.0206) (0.0680) (0.0293) (.) (0.0210) (0.0423) 
        
3.inc 0.0677** 0.0686* -0.0301 -0.0414  0 -0.107* 
 (0.0220) (0.0323) (0.0827) (0.0865)  (.) (0.0469) 
        
1.crisis 0.0494** 0.110** -0.0859* 0.0354    
 (0.0188) (0.0397) (0.0412) (0.0366)    
        
1.regi 0.197*       
 (0.0790)       
        
2.regi 0.00349       
 (0.0769)       
        
3.regi -0.0917       
 (0.0884)       
        
5.regi -0.141       
 (0.109)       
        
6.regi -0.127       
 (0.0765)       
        
_cons 0.251*** 0.316*** 0.466*** 0.191** 0.00236 -0.133* 0.253*** 
 (0.0649) (0.0480) (0.0702) (0.0690) (0.0333) (0.0630) (0.0447) 
N 1093 166 210 287 121 59 250 
adj. R2  0.265   0.446 0.541 0.182 
Standard errors in parentheses 
* p < 0.05, ** p < 0.01, *** p < 0.001 
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Table 3.7. 2000-2019 World and Income Class 
Dependent variable: dolrat 
 (1) (2) (3) (4) (5) 
 WR (RE) H (RE) UM (RE) LM (RE) L (RE) 
export -0.0373 -1.446*** -0.0207 -0.183** 0.109 
 (0.0347) (0.221) (0.0525) (0.0615) (0.0869) 
      
fdiin 0.166** 0.837 0.164 0.0662 -0.0385 
 (0.0520) (0.442) (0.0984) (0.0819) (0.100) 
      
fxchn 0.135*** 0.490 0.121** 0.0923* 0.194*** 
 (0.0266) (0.402) (0.0372) (0.0446) (0.0465) 
      
dthinf 0.0561*** -1.053 0.0379 0.300*** 0.00698 
 (0.0119) (0.728) (0.0381) (0.0311) (0.0120) 
      
infl -0.0467 -1.778** -0.0143 -0.0377 -0.0486 
 (0.0332) (0.544) (0.0498) (0.0657) (0.0441) 
      
odarece 0.262* 17.30* 0.0413 0.520* 0.0631 
 (0.122) (8.716) (0.320) (0.255) (0.135) 
      
remitt 0.0809 -5.806* 0.755** 0.196 -0.286* 
 (0.0981) (2.880) (0.245) (0.182) (0.135) 
      
polstab -0.0304*** 0.583*** -0.0279* -0.0429** 0.00166 
 (0.00773) (0.154) (0.0130) (0.0131) (0.0146) 
      
regqual 0.0282* -0.0497 0.0748*** 0.0507* -0.0801** 
 (0.0119) (0.0868) (0.0188) (0.0198) (0.0280) 
      
vcacc 0.00433 -0.534** -0.0256 0.0195 -0.0228 
      
 (0.0127) (0.200) (0.0221) (0.0208) (0.0247) 
      
1.inc -0.0182     
 (0.0163)     
      
2.inc 0.00532     
 (0.0186)     
      
3.inc 0.0677**     
 (0.0220)     
      
1.crisis 0.0494** 0 0.0218 0.0533* 0 
 (0.0188) (.) (0.0253) (0.0264) (.) 
      
1.regi 0.197* 0.378 0.377*** 0 0.175 
 (0.0790) (0.356) (0.0872) (.) (0.115) 
      
2.regi 0.00349 0.328 0.125 0 0.164 
 (0.0769) (0.324) (0.0844) (.) (0.156) 
      
3.regi -0.0917 0 0.0688 0 0 
 (0.0884) (.) (0.102) (.) (.) 
      
5.regi -0.141 0 0.486** 0 -0.447** 
 (0.109) (.) (0.173) (.) (0.154) 
      
6.regi -0.127 0.613* 0.114 0 -0.213* 
 (0.0765) (0.307) (0.106) (.) (0.102) 
      
_cons 0.251*** 0.844** 0.0447 0.142*** 0.456*** 
 (0.0649) (0.304) (0.0773) (0.0301) (0.101) 
N 1093 46 386 439 222 
adj. R2    0.227  
Standard errors in parentheses 




       The result for the estimation between 2000 and 2019 shows constant result 
compared to that between 1980 and 2019. 
       Incompatible result between political stability and regulatory quality might be 
interpreted in this manner: deteriorated political stability due to dictatorship may increase 
dollarization, at the same time, discipline basis monetary policy caused by maneuver crisis, 
regulatory quality may be improved, but dollarization remains still high. 
       In general, regardless of the period and group of observations,  the results of FDI 
net inflow, FX annual change, personal remittances, infant death rate and political stability 
support the hypothesis. However, inflation, which was one of the key explanatory variables, 
hardly fit the hypothesis. It can be assumed that due to the lag between the development of 
dollarization where the economy undergoes inflationary situation, and continuous 
dollarized state after inflation is controlled. To specify the analysis, lagged explanatory 





Dollarization and Macroeconomic Performance 
       To clarify the effect of deposit dollarization on macroeconomic performance, real 
GDP per capita is set as dependent variable, while dollarization ratio is set as explanatory 
variable. For the regression of entire data, fixed effects model is selected, while some of 
the groups of observations are obliged to be conducted with random effects model 
according to Hausman specification test. 
Table 4.1. Result of Hausman Specification Test 
  (1980-2019) (2000-2019)  
    Chi-sq Statistic p-values Type of Regression Model Chi-sq Statistic p-values Type of Regression Model  
 WR 137.164 0 Fixed Effects 141.697 0 Fixed Effects  
Region EAP 16.672 0.0541 Random Effects 163.057 0 Fixed Effects  
 ECA 32.061 0.0007 Fixed Effects 25.513 0.0077 Random Effects  
 LAC 68.766 0 Fixed Effects 58.686 0 Fixed Effects  
 MEA 69.91 0 Fixed Effects 67.796 0 Fixed Effects  
 SA 181.4 0 Fixed Effects o. o. Fixed Effects  
 SSA 67.346 0 Fixed Effects 69.356 0 Fixed Effects  
Incoome H 12.657 0.1787 Random Effects 11.125 0.2672 Random Effects  
 UM 39.521 0 Fixed Effects 53.547 0 Fixed Effects  
 LM 34.419 0.0003 Fixed Effects 36.443 0.0001 Fixed Effects  
 L 28.377 0.0028 Fixed Effects 40.569 0 Fixed Effects  
 
       The hypothesis can be set in following manner: 





Table 4.2. 1980-2019 by Region 
Dependent variable: Real GDP per Capita 
 (1) (2) (3) (4) (5) (6) (7) 
 WR (FE) EAP (RE) ECA (FE) LAC (FE) MEA (FE) SA (FE) SSA (FE) 
dolrat -0.394*** -0.960*** -0.204* -0.278*** 0.378 -0.342 -0.210* 
 (0.0511) (0.107) (0.0887) (0.0662) (0.224) (0.426) (0.0879) 
        
export 0.0835 -0.346*** 0.108 -0.161 0.332* -1.679*** 0.146 
 (0.0611) (0.0973) (0.101) (0.0875) (0.140) (0.302) (0.0953) 
        
fdiin -0.191* 0.230 -0.367** 0.726*** 0.250 2.728* 0.141 
 (0.0889) (0.286) (0.135) (0.161) (0.249) (1.181) (0.115) 
        
fxchn 0.103* -0.187 0.0534 -0.0529 -0.00729 0.169 0.0801 
 (0.0456) (0.277) (0.0753) (0.0719) (0.0713) (0.262) (0.0490) 
        
dthinf -0.242*** -0.117 -1.083*** -0.332*** -0.958*** -0.149 -0.189*** 
 (0.0193) (0.0826) (0.0820) (0.0535) (0.0886) (0.172) (0.0148) 
        
infl -0.117* -0.373 0.150* -0.149 -0.0266 -0.117 -0.0236 
 (0.0486) (0.323) (0.0664) (0.118) (0.119) (0.228) (0.0541) 
        
odarece -0.600** 0.940 -4.320*** 0.169 -2.204** -1.970 -0.190 
 (0.207) (0.738) (0.491) (0.390) (0.662) (1.407) (0.182) 
        
remitt 0.556*** -3.211*** -0.397* -0.110 -0.0114 0.458 -0.191 
 (0.166) (0.374) (0.187) (0.428) (0.377) (1.318) (0.448) 
        
polstab 0.0493*** 0.0618 0.0323 0.0711** -0.0306 0.165*** 0.0767*** 
 (0.0131) (0.0321) (0.0210) (0.0250) (0.0221) (0.0355) (0.0219) 
        
regqual 0.132*** 0.358*** 0.216*** -0.0262 -0.0444 -0.115 -0.0504 
 (0.0199) (0.0711) (0.0339) (0.0265) (0.0430) (0.0762) (0.0374) 
        
vcacc -0.0328 0.207*** -0.0497 0.0109 0.0634* 0.0465 0.0253 
 (0.0218) (0.0310) (0.0417) (0.0397) (0.0256) (0.0818) (0.0349) 
        
1.inc -0.148*** -0.0526 -0.119* -0.0915*** 0.0174 0 -0.283*** 
 (0.0270) (0.210) (0.0540) (0.0220) (0.0201) (.) (0.0522) 
        
2.inc -0.354*** -0.672** -0.198** -0.197*** 0 0.135* -0.394*** 
 (0.0308) (0.210) (0.0599) (0.0317) (.) (0.0526) (0.0572) 
        
3.inc -0.573*** -0.973*** -0.322*** -0.332***  0 -0.566*** 
 (0.0367) (0.224) (0.0702) (0.0988)  (.) (0.0618) 
        
1.crisis -0.0672* -0.0659 0.0690* -0.215***    
 (0.0288) (0.107) (0.0309) (0.0379)    
        
_cons 8.663*** 9.290*** 9.023*** 9.015*** 8.617*** 8.109*** 8.103*** 
 (0.0379) (0.203) (0.0941) (0.0461) (0.0764) (0.183) (0.0634) 
N 1134 170 224 299 121 63 257 
adj. R2 0.549  0.885 0.572 0.673 0.821 0.684 
Standard errors in parentheses 
* p < 0.05, ** p < 0.01, *** p < 0.001 
 
       On worldwide level, in EAP, LAC and SSA countries, dollarization decreases real 
GDP per capita. Dollarization occurs basically when the local currency undergoes 
depreciation. Considering the depreciation is caused by financial instabilities including 
banking crisis, inflation and lack of confidence toward local currency, dollarized countries’ 
macroeconomic performances can hardly be outstanding. 
 
Table 4.2. 1980-2019 by Income Class 
Dependent variable: Real GDP per Capita 
36 
 
 (1) (2) (3) (4) (5) 
 WR (FE) H (RE) UM (FE) LM (FE) L (FE) 
dolrat -0.394*** -0.247* -0.0873 -0.149 -0.414*** 
 (0.0511) (0.124) (0.0805) (0.0788) (0.0765) 
      
export 0.0835 -0.338 -0.0350 0.109 0.237* 
 (0.0611) (0.239) (0.0806) (0.0989) (0.112) 
      
fdiin -0.191* 0.517 0.124 -0.304* 0.413** 
 (0.0889) (0.325) (0.148) (0.130) (0.127) 
      
fxchn 0.103* -0.281 -0.00279 0.0904 0.137* 
 (0.0456) (0.290) (0.0560) (0.0699) (0.0616) 
      
dthinf -0.242*** 1.452** -0.413*** -0.547*** -0.209*** 
 (0.0193) (0.519) (0.0635) (0.0498) (0.0143) 
      
infl -0.117* -0.717 -0.0482 -0.169 -0.0738 
 (0.0486) (0.445) (0.0565) (0.0984) (0.0541) 
      
odarece -0.600** -7.658 -1.230* -1.898*** 0.0100 
 (0.207) (6.486) (0.501) (0.410) (0.169) 
      
remitt 0.556*** -4.932* -0.613 0.105 0.589** 
 (0.166) (2.042) (0.415) (0.289) (0.179) 
      
polstab 0.0493*** 0.217 0.00512 0.0406* 0.0502** 
 (0.0131) (0.130) (0.0206) (0.0200) (0.0179) 
      
regqual 0.132*** 0.0382 -0.0278 0.161*** 0.0482 
 (0.0199) (0.0615) (0.0286) (0.0309) (0.0355) 
      
vcacc -0.0328 -0.0721 -0.0798* 0.00689 0.0781* 
 (0.0218) (0.156) (0.0352) (0.0321) (0.0301) 
      
1.inc -0.148***     
 (0.0270)     
      
2.inc -0.354***     
 (0.0308)     
      
3.inc -0.573***     
 (0.0367)     
      
1.crisis -0.0672* 0 -0.221*** -0.00841 -0.196** 
 (0.0288) (.) (0.0359) (0.0399) (0.0626) 
      
1.regi 0 0.539*** 0 0 0 
 (.) (0.140) (.) (.) (.) 
      
2.regi 0 0.192 0 0 0 
 (.) (0.120) (.) (.) (.) 
      
3.regi 0 0.327 0 0  
 (.) (0.225) (.) (.)  
      
6.regi 0 0.206 0 0 0 
 (.) (0.153) (.) (.) (.) 
      
_cons 8.663*** 9.352*** 9.083*** 8.382*** 7.169*** 
 (0.0379) (0.150) (0.0413) (0.0486) (0.0540) 
N 1134 48 397 455 234 
adj. R2 0.549  0.188 0.384 0.686 
Standard errors in parentheses 
* p < 0.05, ** p < 0.01, *** p < 0.001 
 
       On worldwide level and in low income countries, dollarization affects negatively 
real GDP per capita, with significance. It might be caused by their vulnerability toward 
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crisis, considering the confidence of their local currencies and governance quality 






Table 4.3. 2000-2019 by Region 
Dependent variable: Real GDP per Capita 
 (1) (2) (3) (4) (5) (6) 
 WR (FE) EAP (FE) ECA (RE) LAC (FE) MEA (FE) SSA (FE) 
dolrat -0.480*** -0.934*** -0.227** -0.284*** 0.370 -0.172* 
 (0.0503) (0.105) (0.0819) (0.0693) (0.233) (0.0869) 
       
export -0.0580 -0.342*** 0.0638 -0.196* 0.288 0.144 
 (0.0595) (0.0956) (0.0945) (0.0912) (0.149) (0.0915) 
       
fdiin -0.168* 0.177 -0.355** 0.716*** 0.313 0.111 
 (0.0833) (0.282) (0.114) (0.165) (0.280) (0.110) 
       
fxchn 0.110* -0.229 0.0149 -0.0516 -0.00489 0.109* 
 (0.0429) (0.280) (0.0653) (0.0730) (0.0726) (0.0477) 
       
dthinf -0.243*** -0.0837 -1.270*** -0.310*** -0.924*** -0.199*** 
 (0.0196) (0.0818) (0.0984) (0.0611) (0.100) (0.0150) 
       
infl -0.0503 -0.210 0.169* -0.164 -0.0216 -0.0266 
 (0.0531) (0.325) (0.0747) (0.124) (0.121) (0.0526) 
       
odarece -0.501* 0.830 -4.090*** 0.0813 -2.219** -0.155 
 (0.199) (0.731) (0.502) (0.403) (0.675) (0.175) 
       
remitt 0.418* -3.099*** -0.394* -0.0542 -0.0885 -0.0849 
 (0.162) (0.368) (0.162) (0.436) (0.386) (0.431) 
       
polstab 0.0309* 0.0659* 0.0162 0.0748** -0.0337 0.0447* 
 (0.0127) (0.0317) (0.0186) (0.0265) (0.0226) (0.0223) 
       
regqual 0.139*** 0.397*** 0.209*** -0.0125 -0.0342 -0.0215 
 (0.0196) (0.0711) (0.0293) (0.0293) (0.0452) (0.0366) 
       
vcacc -0.0198 0.198*** -0.0438 -0.0285 0.0602* 0.0722 
 (0.0214) (0.0307) (0.0383) (0.0461) (0.0261) (0.0374) 
       
1.inc -0.140*** 0.929*** -0.0722 -0.0904*** 0.0193 -0.261*** 
 (0.0262) (0.0797) (0.0529) (0.0227) (0.0204) (0.0503) 
       
2.inc -0.323*** 0.328*** -0.135* -0.191*** 0 -0.349*** 
 (0.0300) (0.0591) (0.0577) (0.0327) (.) (0.0560) 
       
3.inc -0.512*** 0 -0.244*** -0.309**  -0.512*** 
 (0.0356) (.) (0.0660) (0.100)  (0.0607) 
       
1.crisis -0.0589 -0.110 0.0710* -0.238***   
 (0.0300) (0.120) (0.0302) (0.0407)   
       
_cons 8.707*** 8.272*** 9.028*** 9.027*** 8.626*** 8.064*** 
 (0.0367) (0.103) (0.0866) (0.0480) (0.0805) (0.0613) 
N 1089 166 210 287 117 250 
adj. R2 0.540  0.886 0.546 0.586 0.705 
Standard errors in parentheses 
* p < 0.05, ** p < 0.01, *** p < 0.001 
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2000-2019 by Income Class 
Dependent variable: Real GDP per Capita 
 (1) (2) (3) (4) (5) 
 WR (FE) H (RE) UM (FE) LM (FE) L (FE) 
dolrat -0.480*** -0.267* -0.0770 -0.240** -0.602*** 
 (0.0503) (0.124) (0.0836) (0.0779) (0.0843) 
      
export -0.0580 -0.330 -0.0746 -0.0369 0.107 
 (0.0595) (0.237) (0.0848) (0.101) (0.103) 
      
fdiin -0.168* 0.452 0.100 -0.393** 0.427*** 
 (0.0833) (0.326) (0.150) (0.124) (0.116) 
      
fxchn 0.110* -0.303 -0.00157 0.106 0.120* 
 (0.0429) (0.288) (0.0574) (0.0677) (0.0555) 
      
dthinf -0.243*** 1.599** -0.363*** -0.450*** -0.235*** 
 (0.0196) (0.526) (0.0690) (0.0526) (0.0141) 
      
infl -0.0503 -0.703 0.00227 -0.168 -0.0245 
 (0.0531) (0.440) (0.0761) (0.0991) (0.0506) 
      
odarece -0.501* -8.681 -1.226* -1.998*** 0.234 
 (0.199) (6.473) (0.505) (0.388) (0.158) 
      
remitt 0.418* -5.834** -0.576 0.155 0.600*** 
 (0.162) (2.142) (0.419) (0.275) (0.161) 
      
polstab 0.0309* 0.240 -0.00171 0.0384 0.0458** 
 (0.0127) (0.130) (0.0209) (0.0201) (0.0170) 
      
regqual 0.139*** 0.0452 -0.0205 0.170*** 0.0297 
 (0.0196) (0.0611) (0.0312) (0.0302) (0.0336) 
      
vcacc -0.0198 -0.0767 -0.0890* 0.0242 0.0352 
 (0.0214) (0.155) (0.0373) (0.0314) (0.0299) 
      
1.inc -0.140***     
 (0.0262)     
      
2.inc -0.323***     
 (0.0300)     
      
3.inc -0.512***     
 (0.0356)     
      
1.crisis -0.0589 0 -0.220*** 0.0158  
 (0.0300) (.) (0.0386) (0.0400)  
      
1.regi 0 0.288 0 0 0 
 (.) (0.254) (.) (.) (.) 
      
2.regi 0 -0.106 0 0 0 
 (.) (0.231) (.) (.) (.) 
      
6.regi 0 -0.0924 0 0 0 
 (.) (0.228) (.) (.) (.) 
      
_cons 8.707*** 9.631*** 9.063*** 8.405*** 7.252*** 
 (0.0367) (0.237) (0.0425) (0.0472) (0.0518) 
N 1089 46 386 435 222 
adj. R2 0.540  0.136 0.395 0.741 
Standard errors in parentheses 
* p < 0.05, ** p < 0.01, *** p < 0.001 
 
       When regression is conducted with posterior period, generally, it is observed that 
dollarization reduces real GDP per capita in both of the case: separated by region and 
income class. It is contrary to the result of that of 1980-2019. 
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       Nevertheless, as it is assumed that lack of observation can distort certain 
correlations, the result of 2000-2019 might be more accurate. In this sense, it can be 
confirmed that dollarization has negative effect on real GDP per capita, regarding its 
significances and negative coefficients. This result is constant with Levy-Yeyati (2006), 
arguing that dollarization promotes more volatile output. 
       However, dollarization itself implies that the economy is in highly inflationary 
situation, as well as undergoing certain political, economic adversity. Where 
macroeconomic instability is an issue, its performance can be considerably decreased. 
Therefore, further research would be needed to specify if dollarization can be a necessary 




       This study serves as a renew and addition of data of dollarization in order to 
facilitate review on dollarization and enable further research. It is not that building data on 
dollarization is opening a new horizon, however, in the context that the data on 
dollarization has been existing in a fragmentary manner: country basis or region basis 
implies that it has been needed at certain moment, due to its importance in giving reference 
of quality of policy, macroeconomic stability and de-dollarization process. 
       In addition to the data, brief but worldwide trends were presented. The world’s 
dollarization ratio shows decreasing tendency, still in some countries, steep increase of 
dollarization appeared. Either market-driven, or administrative de-dollarization efforts of 
several countries were also seen. Being considered once successful, signs of dollarization’s 
restart was observed, such as Angola. Otherwise, there has been arguments that small open 
economies tend to dollarize (El Sayed, 2009). This phenomenon could be seen in various 
regions. 
       With those up-to-date data, an empirical analysis with random effect model was 
done, to verify which factor determines dollarization. As a result, dollarization has 
propensity to occur in countries where politically less stable. Foreign exchange rate was 
another significant variable to determine dollarization. As local currency depreciates and 
foreign currency appreciates, dollarization ratio increases. However, significant correlation 
with inflation was not observed. Also, other external factor, ODA received and FDI inflow 
had weak significant effect to increase dollarization. 
       To sum up, trends of dollarization appear aggravated during crisis period, where 
foreign exchange rate increases, political instability is considerable and regulatory quality 
is improved to deal with crisis. In this context, another crisis due to Covid-19 may bring 
about gross alteration to the trends. Therefore, it would cause need of further study related 
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Table A.1. Coverage of Data on Dollarization: Country/Period/Source 
 
Country Code Covered Period Source 
Aruba ABW 1986 - 2019 Central Bank 
Afghanistan AFG 2004 - 2019 
IMF Staff 
Report 
Angola AGO 2009 - 2019 Central Bank 




ARE 1999 - 2019 
IMF Staff 
Report 
Argentina ARG 1980 - 2019 Central Bank 
Armenia ARM 1995 - 2019 Central Bank 
Antigua and 
Barbuda 
ATG 2000 - 2019 Central Bank 
Austria AUT 1998 - 2019 Central Bank 
Azerbaijan AZE 1993 - 2019 
IMF Staff 
Report 
Burundi BDI 2008 - 2019 Central Bank 
Bangladesh BGD 2009 - 2019 Central Bank 
Bulgaria BGR 1998 - 2019 Central Bank 
Bahrain BHR 1998 - 2019 Central Bank 
Bahamas 
(the) 
BHS 1992 - 2019 Central Bank 
Bosnia and 
Herzegovina 
BIH 2006 - 2019 Central Bank 
Belarus BLR 1992 - 2019 Central Bank 
Belize BLZ 1998 - 2019 Central Bank 
Bermuda BMU 2008 - 2019 Central Bank 
Bolivia 
(Plurination
al State of) 
BOL 2000 - 2019 Central Bank 
Barbados BRB 1989 - 2019 Central Bank 
Bhutan BTN 1997 - 2019 Central Bank 
Botswana BWA 1995 - 2019 Central Bank 
Canada CAN 1981 - 2019 Central Bank 
Switzerland CHE 1996 - 2019 Central Bank 
Chile CHL 2004 - 2019 Central Bank 





COD 2005 - 2018 Central Bank 
Cabo Verde CPV 2010 - 2019 Central Bank 
Costa Rica CRI 2001 - 2019 Central Bank 
Curaçao CUW 1996 - 2019 Central Bank 
Cyprus CYP 2005 - 2019 Central Bank 
Czechia CZE 1998 - 2019 Central Bank 
Germany DEU 1999 - 2019 Central Bank 
Djibouti DJI 2009 - 2019 Central Bank 




DOM 1996 - 2019 Central Bank 
Algeria DZA 2001 - 2019 Central Bank 
Ecuador ECU 1992 - 1999 
IMF Staff 
Report 
Egypt EGY 2004 - 2018 Central Bank 
Spain ESP 1997 - 2019 Central Bank 
Estonia EST 2007 - 2010 Central Bank 







GBR 1990 - 2019 Central Bank 
Georgia GEO 1995 - 2019 Central Bank 
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Ghana GHA 1999 - 2018 Central Bank 
Guinea GIN 2013 - 2019 Central Bank 
Guinea-
Bissau 
GNB 1990 - 1995 
Balino et. al 
(1999) 
Greece GRC 2001 - 2019 Central Bank 
Grenada GRD 2000 - 2019 Central Bank 
Hong Kong HKG 1984 - 2019 Central Bank 
Honduras HND 2001 - 2019 Central Bank 
Croatia HRV 1998 - 2019 Central Bank 
Haiti HTI 2009 - 2019 Central Bank 
Hungary HUN 1998 - 2019 Central Bank 
Indonesia IDN 2004 - 2019 Central Bank 
Iran (Islamic 
Republic of) 
IRN 1998 - 2018 
IMF Staff 
Report 
Iceland ISL 1993 - 2019 Central Bank 
Israel ISR 2012 - 2016 Central Bank 
Jamaica JAM 1999 - 2018 Central Bank 
Jordan JOR 1984 - 2019 Central Bank 
Japan JPN 1998 - 2019 Central Bank 
Kazakhstan KAZ 1994 - 2019 Central Bank 
Kenya KEN 1995 - 2019 Central Bank 
Kyrgyzstan KGZ 1994 - 2019 Central Bank 
Saint Kitts 
and Nevis 
KNA 2000 - 2019 Central Bank 
Korea (the 
Republic of) 
KOR 1992 - 2019 Central Bank 






LAO 2000 - 2019 Central Bank 
Lebanon LBN 1980 - 2017 Central Bank 
Saint Lucia LCA 2000 - 2019 Central Bank 
Sri Lanka LKA 1995 - 2019 Central Bank 
Lithuania LTU 1992 - 2019 Central Bank 
Latvia LVA 1993 - 2019 Central Bank 
Macao MAC 1984 - 2019 Central Bank 




MDA 2000 - 2019 Central Bank 
Madagascar MDG 1997 - 2019 Central Bank 
Maldives MDV 2001 - 2019 Central Bank 




MKD 2003 - 2019 Central Bank 
Malta MLT 2003 - 2019 Central Bank 
Mongolia MNG 2004 - 2019 Central Bank 
Mozambiqu
e 
MOZ 2007 - 2019 Central Bank 
Mauritania MRT 2006 - 2019 Central Bank 
Montserrat MSR 2000 - 2019 Central Bank 
Malawi MWI 2012 - 2019 Central Bank 
Malaysia MYS 2007 - 2019 Central Bank 
Namibia NAM 2003 - 2019 Central Bank 
Nicaragua NIC 2004 - 2019 Central Bank 
Netherlands 
(the) 
NLD 1990 - 2019 Central Bank 
Oman OMN 2010 - 2019 Central Bank 
Pakistan PAK 1980 - 2019 Central Bank 
Peru PER 1992 - 2019 Central Bank 
Philippines 
(the) 
PHL 1989 - 2019 Central Bank 
Papua New 
Guinea 
PNG 2006 - 2018 Central Bank 
Poland POL 1996 - 2019 Central Bank 
Paraguay PRY 1996 - 2018 Central Bank 
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Qatar QAT 2005 - 2019 Central Bank 




RUS 2000 - 2019 Central Bank 
Rwanda RWA 2003 - 2019 Central Bank 
Saudi 
Arabia 
SAU 1992 - 2019 Central Bank 
Sudan (the) SDN 2002 - 2019 Central Bank 
Serbia SRB 1999 - 2019 Central Bank 
Sao Tome 
and Principe 
STP 2001 - 2019 Central Bank 
Suriname SUR 1998 - 2018 Central Bank 
Slovenia SVN 1994 - 2019 Central Bank 
Sweden SWE 1996 - 2019 Central Bank 
Seychelles SYC 2005 - 2019 Central Bank 
Thailand THA 2003 - 2019 Central Bank 
Tajikistan TJK 2008 - 2019 Central Bank 
Trinidad 
and Tobago 
TTO 1993 - 2019 Central Bank 
Tunisia TUN 1994 - 2019 Central Bank 
Turkey TUR 1986 - 2019 Central Bank 




TZA 1999 - 2019 Central Bank 
Uganda UGA 2001 - 2019 Central Bank 
Ukraine UKR 2005 - 2019 Central Bank 
Uruguay URY 1998 - 2019 Central Bank 









VEN 1999 - 2019 Central Bank 
Viet Nam VNM 1995 - 2018 
IMF Staff 
Report 
Vanuatu VUT 2002 - 2019 Central Bank 
Samoa WSM 2002 - 2019 Central Bank 
Yemen YEM 1998 - 2014 Central Bank 
South Africa ZAF 1991 - 2019 Central Bank 
Zambia ZMB 2003 - 2019 Central Bank 
 
 
